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COMMERCE, DEPARTMENT OF
Am erican f ra n c h is in g  f irm s , in c lu d in g  th o se  o f f e r in g  p ro fe s s io n a l  s e rv ic e s /  w i l l
in c re a s e  t h e i r  s a le s  o f  goods and  s e r v i c e s  9 p e r c e n t  and  expand  t h e i r  
o v e rseas  o p e ra tio n s , acco rd ing  to  a  re c e n t survey  by th e  Commerce D epartm ent. The 
su rv e y , e n t i t l e d  F r a n c h is in g  i n  t h e  Economy, 1984-86 , c o n ta in s  d a ta  on s a l e s ,  
num ber o f  e s t a b l i s h m e n t s ,  em ploym ent, a v e ra g e  s a l e s  p e r  f r a n c h i s e ,  t o t a l  
in v e s tm e n t  and  s t a r t - u p  c o s t s ,  i n t e r n a t i o n a l  f r a n c h i s i n g ,  t e r m in a t io n s  and  
re n e w a ls .  The su rv e y  i s  a v a i l a b l e  f o r  $3.50 p e r  copy ( p r e - p a id )  from  th e  
S u p e r in te n d e n t  o f  D ocum ents, U.S. G overnm ent P r i n t i n g  O f f i c e ,  W ash in g to n , D.C. 
20402. The o rd e r  number fo r  t h i s  su rvey  i s  S/N 003-008-00199-8.
SECURITIES AND EXCHANGE COMMISSION
D efensive  t a c t i c s  adopted  by com panies concerned about ta k eo v e rs , "poison p i l l s , ” can
d e c r e a s e  m a rk e t v a lu e  i f  co m p an ies  a r e  th e  s u b j e c t  o f  ta k e o v e r  s p e c u la t io n ,  
a c c o rd in g  t o  a  r e c e n t l y  r e l e a s e d  s tu d y  b y  th e  O f f i c e  o f  th e  C h ie f  E c o n o m is t. 
Commission econom ists s tu d ie d  s to ck -m ark e t r e a c t io n  to  "po ison  p i l l s "  fo r  two days 
fo llo w in g  announcement o f  them. O v e ra ll, m arket p r ic e s  d e c lin e d  by 0.93%. F ive 
com panies in  th e  sam ple ex p erien ced  o th e r  s ig n i f ic a n t  ev en ts  d u rin g  th e  tw o days. 
E x c lu d in g  th o s e  co m p an ies  from  th e  sa m p le , t h e  m a rk e t p r i c e  d e c l i n e  w as 1.42%. 
Twelve f irm s  in  th e  sam ple w ere n o t th e  s u b je c t  o f  tak eo v e r sp e c u la tio n . Removing 
th o se  f irm s  from  th e  sam ple, th e  average  n e t-o f-m a rk e t s to c k  p r ic e s  f e l l  by  2.39%. 
The s tu d y  w as b a se d  on a  sam p le  o f  37 f i r m s  w h ich  h av e  a d o p te d  fo u r  d i f f e r e n t  
k in d s  o f  "poison p i l l s "  s in c e  1983. The econom ists c a u tio n  t h a t  t h i s  ev idence i s  
n o t  a  s u f f i c i e n t  b a s i s  on  w h ich  t o  " ju d g e  r i g h t  and  w rong in  a  p u b l i c  p o l i c y  
c o n te x t ."
TREASURY, DEPARTMENT OF
Temporary su sp en sio n  o f  th e  R eg u la tio n  Q p e n a lty  fo r  w ith d raw a l o f  tim e  d e p o s its
p r io r  t o  m a tu r ity , h a s  been i n s t i t u t e d  fo r  c e r ta in  member banks w ith  d e p o s ito rs  
a f f e c te d  by  sev e re  w eath er and f lo o d in g  in  d e s ig n a te d  C a l i fo rn ia  c o u n tie s  (see th e  
3 /1 2 /8 6  Fed . Reg., pp. 8 4 7 8 -9 ) . The e f f e c t i v e  d a te  f o r  t h e  C o u n tie s  o f  Lake, 
M arin , N apa, S a c ra m e n to , S a n ta  C la r a ,  S a n ta  C ruz , S o la n o , Sonoma, and Yuba, i s  
2 /21 /86 . For th e  C oun ties o f  A lp ine, Amador, B u tte , C alaveras, El Dorado, Lassen, 
M endocino , P l a c e r ,  P lu m as , San J o a q u in ,  S i e r r a ,  S u t t e r ,  Teham a, T uolum ne, and 
Y olo , 2 /2 7 /8 6  i s  th e  e f f e c t i v e  d a te .  F o r  f u r t h e r  in f o r m a t io n  c o n ta c t  D a n ie l  
Rhoads a t  202/452-3711.
The proposed  F is c a l  Y ear 1987 Budget f o r  th e  I n te r n a l  Revenue S e rv ic e  t o t a l s  $4.1
b i l l i o n  and 95,084 average  p o s i t io n s ,  an  in c r e a s e  o f  $271.7 m i l l i o n  and  1 ,360
average p o s i t io n s  over th e  FY 1986 le v e ls ,  n o t in c lu d in g  a  c u r re n t  supp lem en ta l 
a p p ro p r ia tio n  re q u e s t  o f  $340 m il l io n  (see  th e  3 /10 /86  Wash. R pt.). The th r u s t  o f  
t h e  1987 b u d g e t r e q u e s t ,  a c c o rd in g  t o  t h e  IRS, i s  t o  c o l l e c t  a d d i t i o n a l  t a x  and 
enhance com pliance w ith  th e  n a tio n 's  ta x  law s by: "adding 2,500 average p o s i t io n s  
each y e a r  fo r  a  p e r io d  o f  th r e e  y e a rs  (FY 1987-89) to  examine ta x  r e tu rn s  and th u s  
i n c r e a s e  re v e n u e  c o l l e c t i o n s  by  $4.7 b i l l i o n  d u r in g  th e  t h r e e  y e a r  p e r io d  and 
r e t a i n i n g  th e s e  r e s o u r c e s  i n  FY 1990 and FY 1991 t o  c o l l e c t  an  a d d i t i o n a l  $5.6 
b i l l i o n ,  f o r  a  t o t a l  re v e n u e  g a in  o f  $10.3 b i l l i o n ;  ex p an d in g  docum ent m a tc h in g  
w i th  em p h as is  on c o r r e c t i n g  e r ro n e o u s  ta x p a y e r  i d e n t i f i c a t i o n  num bers and 
f o l io  w ing-up on r e tu rn s  w ith  ap p a ren t u n d e rrep o rted  income w ith  a d d i t io n a l  revenue 
c o l le c te d  in  FY 1987 o f  $167 m il l io n ;  e x p ed itin g  re s o lu t io n  o f  ta x  s h e l t e r  c ase s  
b a c k lo g g e d  i n  a d m i n i s t r a t i v e  a p p e a l  and  t a x  l i t i g a t i o n ,  th u s  a c c e l e r a t i n g  
c o l l e c t i o n  o f  re v e n u e s  by  $600 m i l l i o n ;  c o n t in u in g  im p le m e n ta t io n  o f  ADP 
m od ern iza tio n  p r o je c ts  begun in  p r io r  years."
TREASURY, DEPARTMENT OF
P ro p o se d  r e g u l a t i o n s  d e a l i n g  w i th  " t a x a t io n  o f  f r in g e  b e n e f i t s  and ex c lu s io n s  from 
g r o s s  incom e f o r  c e r t a i n  f r i n g e  b e n e f i t s ,  w i l l  b e  th e  s u b j e c t  o f  an  IRS p u b l i c  
h e a r in g  on 4 /2 9 /8 6  ( s e e  th e  3 /1 2 /8 6  F e d . R eg., p . 8517). A c co rd in g  t o  th e  IRS, 
"Persons who have su b m itted  w r i t t e n  comments w ith in  th e  tim e  p re s c r ib e d  in  th e  
n o tic e  o f  proposed ru lem aking  and who a ls o  d e s i r e  t o  p re s e n t  o r a l  comments a t  th e  
h e a r in g  on th e  proposed re g u la t io n s  should  subm it, n o t l a t e r  th a n  F rid ay , 4 /1 1 /8 6 , 
an o u t l in e  o f  th e  o r a l  comments to  be p re se n te d  a t  th e  h e a r in g  and th e  tim e  th e y  
w ish  to  devo te  t o  each s u b je c t. The h e a r in g  w i l l  be h e ld  in  th e  IRS A uditorium , 
1111 C o n s t i t u t i o n  A venue, N.W., W ash in g to n , D.C., b e g in n in g  a t  10 :00  a.m. F o r 
f u r th e r  in fo rm a tio n  c o n ta c t  Faye E asley  a t  202/566-3935.
The supplem ental IRS $340 m il l io n  a p p ro p r ia tio n  re q u e s t  fo r  FY 1986 w i l l  be  n ecessa ry
to  avo id  a  $1.5 b i l l i o n  revenue lo s s  d i r e c t l y  r e la te d  to  th e  Gramm-Rudman-Hollings
mandated budget re d u c tio n s , acco rd ing  to  IRS Com m issioner Roscoe L. Egger, J r . ,  in
a  3 /13/86  appearance b e fo re  a  S enate  A p p ro p ria tio n s  Subcom m ittee. T e s t ify in g  on 
th e  IRS re q u e s t fo r  th e  1986 supp lem en ta l a p p ro p r ia tio n  o f  $340 m il l io n  and on th e  
F is c a l  Year 1987 budget re q u e s t o f  $4.1 b i l l i o n ,  Com m issioner Egger d e ta i le d  IRS 
a c t i v i t i e s  r e l a t e d  t o  t a x  a d m i n i s t r a t i o n ,  t a x  p r o c e s s in g ,  ta x p a y e r  s e r v i c e ,  
document m atching and ta x  s h e l te r s .  In  response  t o  a  number o f  s p e c i f ic  q u e s tio n s  
from Subcom m ittee Chairman Sen. Jam es Abdnor (R-SD), Com m issioner Egger made th e  
f o l lo w in g  p o i n t s :  th e  IRS i s  a u d i t i n g  a p p ro x im a te ly  1.1 % o f  a l l  t a x  r e t u r n s ;  
incom e t a x  re fu n d s  a r e  t a k in g  4 -6  w eeks b u t  w i l l  t a k e  7 -1 0  w eeks l a t e r  in  th e  
year; im p lem en ta tion  o f  any m ajor ta x  re fo rm  le g i s la t io n ,  l ik e  HR 3838, cou ld  ta k e  
2 y e a rs  fo r  th e  developm ent o f  form s, re g u la tio n s  and ru l in g s . C itin g  c o n s t i tu e n t  
l e t t e r s  from South Dakota, Sen. Abdnor s ta t e d  t h a t  th e  IRS re g u la t io n s  on "motor 
v e h ic l e  lo g s "  w ere  n o t  c l e a r  and  t h a t  a c c o u n ta n ts  in  h i s  S t a t e  w ere  a d v is in g  
c l i e n t s  to  keep d e ta i le d  reco rd s . Com m issioner Egger responded by r e f e r r in g  to  
r e c e n t  IRS h e a r in g s  on th e  i s s u e  b u t  s t a t e d  t h a t  IRS was s t i l l  lo o k in g  a t  th e  
s i tu a t io n  to  d e te rm in e  i f  f u r th e r  c l a r i f i c a t i o n  was necessary . Q uestioned  on th e  
c o n c e p t o f  " ta x  a m n e s ty ,"  C o m m issio n e r E gger s t a t e d  t h a t  h e  h ad  some g ra v e  
m is g iv in g s  a b o u t th e  e f f e c t  o f  t a x  a m n es ty  on th e  c o n s c ie n t io u s  ta x p a y e r s .  He 
wondered how such in d iv id u a ls  would f e e l  about paying  t h e i r  ta x e s , w h ile  see in g  
t a x  a m n es ty  a s  a  la c k  o f  p e n a l ty  f o r  th o s e  who h ad  a v o id e d  p a y in g  t h e i r  ta x e s .  
Com m issioner Egger a ls o  was "w orried  t h a t  am nesty would be rep ea ted "  and th a t  some 
m ight w a it, ex p ec tin g  re p e a t am nesty program s. Sen. Abdnor concluded th e  h e a rin g  
by p ra is in g  Commissioner Egger fo r  h i s  o u ts ta n d in g  5 -y ea r p u b lic  s e rv ic e  reco rd  as  
IRS Commissioner.
THE WHITE HOUSE
C ath erin e  Sands H ile r ,  a  fo rm er E xecu tive  A s s is ta n t  to  d e p a r tin g  E xecu tive  D ire c to r  Jack
L. Courtemanche, h as  been named a s  A cting  E xecu tive  D ire c to r  o f  th e  W hite House 
C onference on Sm all B u sin ess , acco rd ing  to  a  re c e n t announcement from th e  W hite 
House. Mrs. H ile r  was fo rm erly  th e  E xecu tive D ire c to r  o f  th e  F ed era l Mine S a fe ty  
and H ealth  Review Commission. She has  p re v io u s ly  se rved  a s  a  m in o r ity  counse l on 
th e  U.S. House o f  R e p r e s e n ta t i v e s  C om m ittee  on G overnm ent O p e ra t io n s  and  a s  a  
corporate lending officer for a major California bank. The White House Conference 
on S m a ll B u s in e s s  i s  in  th e  p r o c e s s  o f  h o ld in g  57 n a t io n w id e  c o n fe re n c e s  
c o n s i s t i n g  o f  i s s u e  fo ru m s w h ere  s m a l l  b u s in e s s  p e o p le  d i s c u s s  c o n c e rn s  and 
p ro p o s e  s o l u t i o n s  t o  p ro b le m s  f a c in g  th e  s m a l l  b u s in e s s  com m unity  to d a y . 
D e le g a te s  a r e  a l s o  e l e c t e d  a t  t h e  c o n fe re n c e s  t o  r e p r e s e n t  e ach  s t a t e  a t  th e  
N a tio n a l Conference to  be h e ld  in  W ashington, D.C., August 17-21, 1986. To d a te , 
40 s t a t e  co n fe ren ces  have been h e ld .
SPECIAL: REP. DINGELL TO CONTINUE EIGHTEEN-MONTH  INQUIRY INTO ACCOUNTING PROFESSION
The e igh teen -m on th  in q u iry  in to  th e  acco un ting  p ro fe s s io n  by th e  House Energy and
Commerce Subcommittee on O v ers ig h t and In v e s t ig a t io n s  w i l l  co n tin u e  t h i s  y e a r ,
acco rd in g  to  Com m ittee and Subcom m ittee Chairman Rep. John D. D in g e ll (D-MI) in  an
ad d re ss  b e fo re  a  N orth  Am erican S e c u r i t ie s  A d m in is tra to rs  A sso c ia tio n  Conference 
i n  W ash in g to n , D.C. on 3 /1 2 /8 6 . The S u b c o m m ittee , s t a t e d  Rep. D in g e l l ,  "h as  s e t  
a s  i t s  c o u rs e  a  re v ie w  o f  th e  a c c o u n tin g  d i s c l o s u r e  s ta n d a r d s  p r e s e n t l y  in  u s e , 
i n c lu d in g  b u t  n o t  l i m i t e d  t o  th o s e  p r o l i f e r a t e d  b y  g o v e rn m en t a g e n c ie s ."  He 
s t a t e d  t h a t  t h e  i n v e s t i g a t i o n  i s  c o n t in u in g  i n t o  t h i s  y e a r  and  h a s  s e v e r a l  
p u rp o s e s :  "(1) The S u b c o m m ittee  w a n ts  t o  s e e  how w e l l  a c c o u n t in g  p r a c t i c e s  and 
d is c lo s u re s  have worked over th e  p a s t  50 y e a rs , b o th  in  th e  S e c u r i t ie s  Act o f  1933 
and th e  S e c u r i t i e s  E xchange A c t o f  1934, and  ju d g e  th e  e f f e c t s  o f  d i s c l o s u r e  
d e r e g u la t i o n  a t  th e  SEC; (2) The S u b co m m ittee  i s  c o n c e rn e d  a b o u t r e c e n t  
developm ents such as  th e  in c re a se d  number o f  bank f a i lu r e s  — in  1985, 120 o f  th e  
N a t io n 's  15,000 b an k s f a i l e d ,  th e  m o st s in c e  1937. A n o th e r 1 ,137 w e re  on th e  
FDIC's problem  l i s t .  A re c e n t r e p o r t  shows t h a t  lo s se s  t o  th e  FDIC on poor loans 
i t  acq u ired  a s  p a r t  o f  th e  C o n tin e n ta l I l l i n o i s  b a i lo u t  cou ld  exceed $1.5 b i l l i o n .  
The F ed e ra l Home Loan Bank Board h as proved a  f e r t i l e  a re a  o f  in q u iry . A re c e n t 
GAO re p o r t  shows th a t  40.7 p e rc e n t o f  our S&Ls a re  o p e ra tin g  w ith  in ad equate  n e t 
w orth , w ith  461 t h r i f t s  hav ing  no n e t  w orth  a t  a l l .  L a s t y ea r, 57 t h r i f t s  f a i le d .  
More would have f a i l e d  had th e  FSLIC had th e  re so u rce s  to  c lo se  them. The p re s s  
has a ls o  re p o rte d  a  number o f  scan d a ls  in  o th e r  ty p es  o f  p u b lic ly -h e ld  com panies, 
some o f  which a re  r e la te d  to  accoun ting  d is c lo su re s ."  Rep. D in g e ll concluded t h i s  
p o r t i o n  o f  h i s  re m a rk s  b y  s t a t i n g :  "The S u b co m m ittee  w i l l  r e v ie w  w h a t, i f  any, 
ch an g es  a r e  needed  in  th e  law s and r e g u l a t i o n s  o r  t h e i r  a d m in i s t r a t i o n ."  
According to  a  Subcom m ittee s t a f f  member, w h ile  th e re  a re  t e n ta t iv e  p la n s  t o  h o ld  
tw o acco un ting  o v e rs ig h t h e a r in g s  in  A p r il ,  t h i s  i s  s u b je c t to  change.
SPECIAL: AICPA "AUDITS OF CREDIT UNION" APPROVED FOR RELEASE
The proposed AICPA a u d i t  and accoun ting  gu ide , "A udits o f  C re d it  U nions," to  a s s i s t
th e  independent CPA in  exam ining and re p o r t in g  on f in a n c ia l  s ta tem e n ts  o f  f e d e ra l
c r e d i t  un ions, h as  been approved fo r  r e le a s e  by a unanimous v o te  o f  th e  F in a n c ia l 
A ccounting S tandards Board on 3 /12 /86 . The Guide w i l l  be e f f e c t iv e  fo r  f i s c a l  
y e a r s  b e g in n in g  a f t e r  1 2 /1 5 /8 6  and w i l l  r e q u i r e  r e t r o a c t i v e  a p p l i c a t i o n  
(re s ta tem e n t)  o f  p r io r  p e r io d  f in a n c ia l  s ta te m e n ts . In  approving  th e  Guide, th e  
FASB a ls o  unanim ously supported  th e  C re d it Unions C om m ittee's proposed accoun ting  
fo r  c r e d i t  union sh are  accoun ts  as  l i a b i l i t i e s  and d iv id en d s  as i n t e r e s t  expense. 
T h is  t r e a tm e n t  i s  a ch an g e  from  th e  r e g u la to r y  r e q u ir e m e n t  t o  r e p o r t  m em bers' 
s h a r e  a c c o u n ts  a s  " e q u i ty "  and d iv id e n d s  a s  " d iv id e n d s  e x p en se ."  C o p ies  o f  th e  
AICPA Guide a re  expected  to  be a v a ila b le  in  May.
SPECIAL: FINANCE COMMITTEE RELEASES SENATE TAX REFORM PACKAGE
P ro v is io n s  o f  th e  S e n a te 's  ta x  re fo rm  package w ere r e c e n t ly  u n v e iled  a t  a  p re s s  
conference  on C ap ito l H i l l  by S enate  F inance Com m ittee Chairman Bob Packwood (R- 
OR) who s t a t e d :  " I t  p r o v id e s  new id e a s ,  new jo b s , and new o p p o r t u n i t i e s .  Tax 
in c e n t iv e s  fo r  new equipm ent pu rchases by sm a ll b u s in e sse s  a re  in c re a se d  te n fo ld , 
and fa v o ra b le  in v en to ry  acco un ting  ru le s  a re  included ." The p ro p o sa l i s  "revenue 
n e u tra l ,"  w ith  e f f e c t iv e  d a te s  o f  l / l / 8 7  fo r  m ost p ro v is io n s . However, in d iv id u a l 
ta x  r a t e  re d u c tio n s  ( r a te  b ra c k e ts  o f 15, 25 and 35%) would n o t ta k e  e f f e c t  u n t i l  
7 /1 /8 7 . The Packwood p ro p o sa l g iv es  in d iv id u a l tax p ay e rs  an average  ta x  c u t  o f  
a p p ro x im a te ly  8.4% and p r o v id e s  a  $2 ,000 p e r s o n a l  e x e m p tio n  f o r  i t e m i z e r s  and 
n o n ite m iz e rs . The p e rso n a l exem ption would, however, be phased down (to  zero) fo r  
th o s e  w i th  incom es b e tw e e n  $100,000 and $200 ,000 . I te m iz e d  d e d u c t io n s  a r e  
lik e w is e  a llow ed  o n ly  a g a in s t  th e  15% and 25% b ra c k e ts , ex cep t fo r  home m ortgage 
i n t e r e s t ,  r e a l  p r o p e r ty  t a x e s  and c h a r i t a b l e  d o n a t io n s .  C o p ie s  o f  th e  F in a n c e  
Committee summary may be o b ta in ed  by c o n ta c tin g  th e  Com m ittee a t  202/224-4515.
SPECIAL: FEDERAL BANK REGULATORS ASSIST AGRICULTURAL BANKS
F e d e ra l bank r e g u la to r s  proposed e as in g  c a p i t a l  m ain tenance req u irem en ts  fo r  tro u b le d
a g r ic u l tu r a l  banks a t  a  3 / l l /8 6  S enate  Banking Com m ittee h e a r in g  in  an e f f o r t  to
f o r e s t a l l  C o n g re s s io n a l  a c t i o n  a l lo w in g  th o s e  i n s t i t u t i o n s  t o  a m o r t iz e  lo a n  
lo s se s . R ep re se n ta tiv e s  from  th e  FRB, th e  FDIC and th e  OCC proposed  m o d if ic a tio n  
o f  th e  p re s e n t c a l l  r e p o r t  d is c lo s u re  req u irem en ts  fo r  r e s t r u c tu r e d  lo an s  t o  a llo w  
b a n k s  t o  d i s t i n g u i s h  th o s e  lo a n s  t h a t  a l th o u g h  r e s t r u c t u r e d ,  a r e  i n  c o m p lia n c e  
w ith  th e  new term s. Under t h i s  p ro p o sa l, such r e s t r u c tu r e d  lo an s  would no lo n g e r 
be in c lu d ed  in  th e  c a te g o ry  o f  nonperform ing lo an s . Such a  change would re q u ire  a  
r e v is io n  in  th e  c a l l  re p o r t .  A ccording to  Mr. R obert C larke, C o m p tro lle r o f  th e  
Currency, perhaps m ost im p o rta n tly , th e  OCC i s  c o n s id e rin g  th e  o p tio n  o f  c a p i t a l  
fo reb earan ce  t h a t  would encourage banks t o  w r i te  down problem  lo an s  and develop  
w o rk o u t p la n s .  The e s s e n c e  o f  th e  o p t io n  i s  t o  e n c o u ra g e  a g r i c u l t u r a l  b an k s  t o  
r e c o g n iz e  l o s s e s ,  b u t  a l lo w  th em  t o  o p e r a te  t e m p o r a r i l y  w i th  lo w e r  l e v e l s  o f  
c a p i t a l .  C a p i t a l  f o r e b e a r a n c e  w ou ld  p e r m i t  b a n k s  t o  p la c e  a  p o r t i o n  o f  t h e i r  
a g r i c u l t u r a l  lo a n  c h a r g e - o f f s  i n t o  a  s e g r e g a te d  a c c o u n t. The am ount i n  th e  
s e g r e g a te d  a c c o u n t c o u ld  n o t  ex ceed  some p e r c e n t  o f  t h e  b a n k 's  p r im a ry  c a p i t a l .  
A d d itio n s  to  th e  seg reg a ted  account cou ld  be  made d u rin g  th e  f i r s t  tw o y e a rs  a f t e r  
im p lem en ta tion  o f  th e  p o lic y . The seg reg a ted  accoun t would th e n  be  am o rtized  in  
equal in c rem en ts  d u rin g  th e  f iv e  y e a rs  im m ed ia te ly  fo llo w in g  th e  a d d it io n  to  th e  
s e g r e g a te d  a c c o u n t.  T hus, t h e  s e g r e g a te d  a c c o u n t w o u ld  e x i s t  f o r  a  maximum o f  
sev e n  y e a r s .  A d d i t io n a l ly ,  th e  r e g u l a t o r s  e n c o u ra g e d  th e  a g r i c u l t u r a l  le n d in g  
in s t i t u t i o n s  to  use S ta tem en t o f  F in a n c ia l  A ccounting S tandards No. 15, n o tin g  i t  
h a s  n o t  b een  r e a d i l y  u se d  in  th e  p a s t  due  t o  i t s  a p p a r e n t  c o m p le x ity . S tro n g  
   r e s e r v a t i o n s  w e re  e x p re s s e d  b y  th e  r e g u l a t o r s  c o n c e rn in g  th e  u se  o f  e i t h e r  n e t  
w orth  c e r t i f i c a t e s  o r  lo an  lo s s  s t r e tc h o u ts  a s  a  means o f  a s s is ta n c e .  According 
t o  th e  OCC, a  lo a n  lo s s  d e f e r r a l  p la n  w ould  d i s t o r t  t h e  f i n a n c i a l  s t a t e m e n t s  
r e s u l t in g  in  a  m is le ad in g  r e p o r t  o f  a  bank 's  n e t  income and sh a re h o ld e rs ' e q u ity .
A m o r t iz a t io n  o f  lo a n  l o s s e s  f o r  a g r i c u l t u r a l  b an k s  i s  a  p r o p o s a l  t h a t  w as 
i n i t i a t e d  by  a  j o in t  ta s k  fo rc e  o f  th e  Independent Bankers A sso c ia tio n  o f  America 
and th e  Am erican Bankers A sso c ia tio n . Banking Com m ittee Chairman Jake  Gam (R-UT) 
n o te d  t h a t  a l th o u g h  h i s  c o m m itte e  w ou ld  move q u ic k ly  i n  a p p ro v in g  some ty p e  o f  
l e g i s l a t i o n  t o  a s s i s t  t r o u b l e d  a g r i c u l t u r a l  b a n k s , h e  w ou ld  p r e f e r  r e g u l a t o r y  
a c tio n . "The more you move, th e  le s s  l i k e ly  t h a t  we w i l l  come up w ith  l e g i s l a t i o n  
you w o n 't  l i k e , "  h e  s a id .
SPECIALS CPA TESTIFIES CM EFFECTS OP PROFESSIONAL LIABILITY INSURANCE PROBLEMS
A ccounting firm s a re  p r a c t ic in g  more d e fe n s iv e ly , l e s s  eag e r t o  h e lp  new b u s in e ss
and v e n tu re  f irm s, and sane acco u n tin g  firm s have been  fo rce d  t o  go w ith o u t
in s u r a n c e , a c c o rd in g  t o  r e c e n t  t e s t im o n y  b y  Norman W. L ip s h ie ,  CPA, a  m anag ing  
p a r t n e r  o f  W eber, L ip s h ie  & Co., b e f o r e  t h e  S e n a te  S m a ll B u s in e s s  C o m m ittee  in  
W ashington, D.C. A m em ber o f  t h e  New Y ork S t a t e  CPA S o c ie ty  P r o f e s s io n a l  
L i a b i l i t y  In su ran ce  Com m ittee fo r  th e  p a s t  f iv e  y e a rs , and i t s  Chairman fo r  th e  
p a s t  tw o y e a rs , Mr. L ip sh ie  d e ta i le d  th e  c u r r e n t  l i a b i l i t y  in su ra n ce  s i tu a t io n  in  
New Y ork: "At p r e s e n t ,  t h e r e  i r e  t h r e e  in s u r a n c e  co m p an ies  w r i t i n g  in  New Y ork, 
tw o o f  which w i l l  on ly  p ro v id e  $1,000,000 in su ran ce . One o f  th o se  tw o w i l l  on ly  
in su re  f irm s  who have p r in c ip a ls  and s t a f f  o f  5 CPAs o r  le s s .  The th i r d  f irm  w i l l  
in s u r e  n ew ly  a c c e p te d  a p p l i c a n t s  t o  a  maximum o f  $ 5 ,0 0 0 ,0 0 0 ."  Mr. L ip s h ie  
concluded by  s ta t in g :  "In  my o p in io n , th e  sm a ll b u s in e s s  man and th e  p ro fe s s io n a l  
man i s  d e v a s ta t e d  b y  th e  h ig h  c o s t s  o f  l i a b i l i t y  in s u r a n c e ,  i f  h e  c an  g e t  i t .  
Those who a re  o p e ra tin g  w ith o u t in su ran ce  w i l l  be unab le  t o  pay th e  c la im s  in  th e  
p re s e n t  environm ent, and w i l l  e i t h e r  flo o d  o u r bankrup tcy  c o u r ts  f u r th e r  o r  w i l l  
v o lu n ta r i ly  r e t i r e  from th e  m arket p la c e  a s  t h e i r  exposure becomes more e v id en t. 
L i a b i l i t y  exposure i s  p robab ly  th e  m ost s e r io u s  problem  fa c in g  th e  p ro fe s s io n s  and 
th e  sm a ll b u s in e s s  man today."
For further information contact Gina Rosasco, Shirley Hodgson, or Nick Nichols at 
202/872-8190.
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